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Dual Benefit Payments

The payment of arailroad retirement annuity can be affected by entitlement to socid security
benefits, aswdl as certain other government benefits. Such dud entitlement, if not reported to the
Railroad Retirement Board, can result in benefit overpayments which have to be repaid, sometimes
with interest and pendties. The following questions and answers describe how dua benefit payments
are adjusted by the Railroad Retirement Board for annuitants eligible for socid security benefits and/or
other benefit payments.

1. How aredual benefits paid to persons entitled to both railroad retirement and social
security benefits?

Since 1975, if aralroad retirement annuitant is aso awarded a socid security benefit, the Socid
Security Adminigtration determines the amount due, but a combined monthly dua benefit payment
should, in most cases, be issued by the Railroad Retirement Board after the railroad retirement annuity
has been reduced for the socid security benefit.

2. Why isarailroad retirement annuity reduced when a social security benefit isalso
payable?

Thetier | portion of arailroad retirement annuity is based on both the railroad retirement and
socid security credits acquired by an employee and reflects what socid security would pay if railroad
work were covered by socid security. Tier | benefits are, therefore, reduced by the amount of any
actud socid security benefit paid on the basis of nonrailroad employment, in order to prevent a
duplication of benefits based on the same earnings.

Thetier | dud benefit reduction aso gpplies to the annuity of an employee qudified for socid
security benefits on the earnings record of another person, such asaspouse. And, thetier | portion of
aspouse or survivor annuity is reduced for any socid security entitlement, even if the socid security

benefit is based on the spouse’ s or survivor’s own earnings. These reductions follow principles of
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socid security law which, in effect, limit payment to the higher of any two or more benefits payable to

anindividud a onetime

However, thetier |l portion of arailroad retirement annuity is based on railroad service and
earnings alone, is computed under a separate formula, and is not reduced for entitlement to asocid
security benefit.

3. Arethereany exceptionsto therailroad retirement annuity reduction for social security
benefits?

No. However, if an employee qualified for dual benefits before 1975 and meets certain vesting
requirements, he or she can receive an additiond annuity amount which offsets; in part, the dua
benefit reduction. This additiona amount, reflecting the dua benefits payable prior to 1975, is caled
avested dud benefit payment. Legidation enacted in 1974 coordinated dud railroad retirement and
socia security benefit payments to diminate certain duplications; but this legidation dso included a
“grandfather” provison to preserve the pre- 1975 dud benefits of persons meeting certain vesting
requirements by including vested dud benefit paymentsin their annuities.

Awards of these vested dual benefit amounts are now limited only to vested railroad employees
with dua coverage on their own earnings. Spouses and widow(er)s retiring since 1981 no longer
qudify. Of the over 16,000 employee annuities awarded in Fiscal Y ear 2002, less than 230 contained
vested dual benefit payments.

4. Arethereany funding limitations on the payment of vested dual benefits?

Vested dud benefit payments are funded by annua gppropriations from genera U.S. Treasury
revenues, rather than the railroad retirement payroll taxes and other revenues that finance over 98% of
the railroad retirement system’s benefit payments. Payment of these vested dua benefits is dependent
on the time and amount of such appropriations. If the gppropriation in afisca year isfor lessthan the
estimated total vested dud benefit payments, individua payments must be reduced by proration.
Vested dual benefits are not increased by cost-of-living adjustments.

5. Can Federal, State, or local gover nment pensions also result in dual benefit reductionsin
arailroad retirement annuity?

Tier | benefits for employeesfirg digible for aralroad retirement annuity and a Federa, State or
local government pension after 1985 may be reduced for receipt of a public pension based, in part or in

whole, on employment not covered by socia security or railroad retirement after 1956. Thisaso
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appliesto certain other payments not covered by socid security, such as payments from a non-profit
organizetion or from aforeign government or aforeign employer. However, it does not include
military service pensions, payments by the Department of Veterans Affairs, or certain benefits payable
by aforeign government as aresult of a totalization agreement between that government and the
United States.

This reduction is made by adjusting certain weighting factorsin the socid security and tier |
benefit formulas. These factors increase benefits for workers with low lifetime socia security and/or
raillroad retirement earnings. The weighting factors were not, however, intended to increase benefits

for those whose mgor employment was not covered by socia security or railroad retirement.

6. How doesthe public service pension apply to spouse or widow(er)s benefits?

Thetier | portion of a gpouse’s or widow(er)’s annuity may aso be reduced for receipt of any
Federal, State or local pension separately payable to the spouse or widow(er) based on her or his own
earnings. The reduction generdly does not apply if the employment on which the public penson is
based was covered by socid security on the last day of public employment. (A specid rule appliesto
Federa employees who switch from the Civil Service Retirement System to the Federd Employees
Retirement System.) For spouses and widow(er)s subject to the government pension reduction, the
tier | reduction is equd to 2/3 of the amount of the government pension. The public service penson
reduction in railroad retirement spouse and widow(er) benefits was brought about by 1977 socid
security legidation which aso gpplied to the tier | portion of railroad retirement spouse and widow(er)
annuities. Since asocid security spouse or widow(er) benefit is reduced if the beneficiary isaso
entitled to asocia security benefit based on her or his own earnings, it was considered equitable that a
socid security spouse or widow(er) benefit aso be reduced for a public service pension based on the

beneficiary’ s own nonsocid security earnings.

7. What dual benefit restrictions apply when both a husband and wife are rail employees
entitled to railroad retirement annuities?

If both the husband and wife are qudified railroad employees and either has some railroad service
before 1975, both can receive separate railroad retirement employee and spouse annuities, without a
full dua benefit reduction under the phase-out provisions of the 1974 Railroad Retirement Act.
However, if both the hushand and wife started railroad employment after 1974, only the railroad
retirement employee annuity or the spouse annuity, whichever he or she chooses, is payable.
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If awidow(er) is qudified for arallroad retirement employee annuity as well as awidow(er)'s
annuity, aspecid guaranty gppliesin some cases. If both the widow(er) and the deceased employee
garted railroad employment after 1974, the survivor annuity payable to the widow(er) is reduced by
the amount of the employee annuity.

If either the deceased employee or the widow(er) had some railroad service before 1975 but had
not completed 120 months of service before 1975, the widow(er)’s own employee annuity and the
tier 11 portion of the survivor annuity would be payable to the widow(er). Thetier | portion of the
survivor annuity would be payable only to the extent that it exceeds thetier | portion of the

widow(er)’s own employee annuity.
If either the deceased employee or the widow(er) completed 120 months of railroad

service before 1975, the widow or dependent widower may receive both an employee

annuity and a survivor annuity, without a full dual benefit reduction.

8. Can workers compensation or public disability benefits affect railroad retirement
benefits?

If an employeeisrecaiving adisability annuity, tier | benefits for the employee and spouse may,
under certain circumstances, be reduced for receipt of workers' compensation or public disability
benefits.

9. How can an annuitant find out if receipt of any dual benefits might affect hisor her
railroad retirement annuity?

If an annuitant becomes entitled to any of the previoudy discussed dud benefit payments, or if
there is any question as to whether adua benefit payment requires a reduction in an annuity, a Board
field office should be contacted. In any Stuation, the best ruleis, “When in doubt-report.”

Annuitants can find the address and phone number of the Board office serving their area by cdling
the automated toll-free RRB Help-Line at 1-800-808-0772 or by checking the Board' s Web site at
www.rrb.gov. Most Board field offices are open to the public from 9:00 am. to 3:30 p.m., Monday
through Friday, except on Federa holidays.
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